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ANNUAL REPORT 
OF THE DIRECTORS 


March 17, 1976 
To the Shareholders: 


Submitted herewith is the 1975 Annual 
Report, together with the Consolidated 
Statements for that year and the report of 
your auditors. 


The year 1975 was a difficult and frustrat- 
ing year for Wabasso. World-wide 
economic conditions and continuing 
pressure from imports made the task of 
regaining our sheets and pillow slips 
market lost as a result of the major fire in 
1973 even more difficult. This situation 
was compounded by a five month strike at 
Trois-Riviéres, our major manufacturing 
location which produces sheets and pil- 
low slips, denim and dyed yarn for to- 
wels. 


Wabasso experienced a loss in 1975 of 
$492,000 on sales of $56,356,000 as com- 
pared to a profit before extraordinary 
items in 1974 of $1,484,000 on sales of 
$63,201,000. The net loss in 1975 of 
$492,000 compares to a profit in 1974 
after extraordinary items of $7,834,000. 


The unaudited third quarter statement of 
earnings distributed to shareholders dis- 
closed a loss of $1,550,000 to September 
27,1975. With the strike at Trois-Rivieéres, 
our raw cotton consumption for the year 
was substantially reduced as were our 
advertising expenditures on consumer 
goods. Most of the improvement in the 
fourth quarter was due to taking up the 
reserves accrued on a monthly basis for 
the increasing cost of raw cotton and ad- 
vertising. 


Dividends were paid only for the first two 
quarters of 1975 aggregating 30c per 
common share. This compares to 80c per 
share applicable to 1974. 


Consolidatead retained earnings at 
December 31, 1975 amounted to 
$18,841,000 as compared to $19,454,000 
at the end of the previous year. Working 
capital at the end of 1975 amounted to 
$13,448,000 compared to $16,440,000 at 
the end of 1974. As required by the terms 
of the Series ‘‘A’’ 8% debentures, a 
further amount of $500,000 was paid in 
1975 to the Sinking Fund. 


All labour agreements have now been 
concluded, including that for the sales 
yarn mill in Shawinigan where a long 
delay ensued because of an inter-union 
dispute as to representation. Some of 
these agreements are subject to the ap- 
proval of the Anti-Inflation Board. The 
major agreements expire at various dates 
in 1977. 


The main concern of Mangeement is the 
level of business for sheets and pillow 
slips. As stated, this product line was 
drastically affected by the fire of 1973 and 
while the recovery of the market was pro- 
ceeding following the rebuilding of the 
plant, a second serious setback resulted 
from the long strike at Trois-Riviéres. 
Customers found they could fill their re- 
quirements from the U.S.A. with little dif- 
ficulty and Wabasso’s efforts to recapture 
its traditional position in the domestic 
market is continuing. The Company has 
been affected by a recently announced 
closing of a major catalogue house and 
the current demand is not sufficient to 
permit full operations. The demand for 
denim has been strong throughout the 
past year and continues to be a buoyant 
product line. Sales yarn business held 
steady at a satisfactory level. The towel 
business, while disrupted in part by the 
strike at Trois-Riviéres, has improved to 
the point where the Company has reacti- 
vated ona limited basis the spinning mill 
in Welland that was temporarily closed. 


Capital expenditures in 1975 amounted 
to $3,225,000 as compared to $6,388,000 


in 1974. The 1975 expenditures rep- 
resented, for the most part, the comple- 
tion of the program of rebuilding that be- 
came necessary after the major fire. The 
second finishing range at Trois-Rivieres 
is now operational. New looms were ac- 
quired for the towel division and repre- 
sent the first phase of the ultimate re- 
placement of older looms. It is anticipated 
expenditures in 1976 will be restricted to 
essential equipment replacement. Loom 
programs will continue. 


Your Company continues to be concerned 
with the attitude of the Federal Govern- 
ment towards imports from low wage 
countries and state-controlled 
economies. Representations have been 
made by the industry and your Company 
to Government officials of the Provinces 
of Ontario and Quebec as well as those at 
the Federal level. 


Currently, the Senate Standing Commit- 
tee on Banking, Trade and Commerce is 
conducting an inquiry into Canadian tex- 
tile problems. The Company has submit- 
ted a Brief and has joined with the indus- 
try at large in calling for changes and a 
review of the administration of the textile 
policy enunciated in 1970. Following the 
announcement of the principles of that 
policy, this Company was restructured to 
specialize in three main areas: bedding, 
denim, and sales yarn and subsequently it 
acquired a towel division. It is apparent 
that the responsible government officials 
have not yet vigorously applied and 
maintained reasonable restraints for a 
reasonable period against disruptive im- 
ports from low-cost and state-controlled 
economies and it is becoming increas- 
ingly apparent that the textile industry 
and other Canadian industries are being 
seriously affected by Canada’s ‘‘Open 
Door” policy. Canada is one of the few 
developed countries that allows over 
50% of its market to be usurped by im- 
ports to the detriment of its own manufac- 
turers. At the present time, only 5% of 


textile and clothing imports are under 
some form of restraint. Apparel manufac- 
turers are being increasingly damaged by 
imported garments and this, in turn, af- 
fects the primary manufacturers. It is 
hoped the investigation by the Senate 
will lead to a change in attitude and a 
more embracing policy by the Federal 
Government and that they will put in 
force restraints permitted by the Interna- 
tional Textile Arrangement against im- 
ports that are disruptive to a domestic 
industry. Such action would permit a 
dynamic industry, decrease unemploy- 
ment, and assist in reducing the negative 
balance of trade. 


During 1975, the Company was involved 
in one inquiry by the Textile and Clothing 
Board on disruptive imports of outerwear 
clothing and this was on behalf of Woods 
Bag & Canvas Co. Ltd., which markets a 
line of outdoor clothing. A decision has 
not yet been tabled by the Minister of In- 
dustry, Trade and Commerce. 


The Company is subject to the Anti- 
Inflation Act which provides as from Oc- 
tober 14, 1975 for the restraint of profit 
margins, prices, dividends and compen- 
sation. Management intends to fulfil the 
requirements of the Act and is of the opin- 
ion that these requirements have no sig- 
nificant effect on the Company’s results 
for the year ended December 31, 1975. 


It is anticipated 1976 will be a difficult 
year. Cost of labour, materials, services, 
chemicals and general overhead have in- 
creased at a high rate due to inflationary 
pressures. While the Anti-Inflation regu- 
lations permit the recovery of these costs 
by increased selling prices, the selling 
prices attainable are greatly influenced by 
those of imported products. As these are 
substantial in all areas of the Company’s 
operations, this competition has a marked 
bearing on the domestic selling price 
even though additional price increases 
can be substantiated under Anti-Inflation 


regulations. Some price increases have 
taken place but at a lesser rate than the 
advance in cost elements. Increased pro- 
ductivity and curtailment of expenses are 
being stressed to counteract the pressures 
of competition. 


Wabasso Europe B.V. operations in 1975, 
while disrupted by the Trois-Riviéres 
strike, continued to be profitable. Tur- 
nover has increased in each year since its 
establishment and in 1976 a new building 
will be erected to house its operations on 
a lease-purchase arrangement with the 
municipality and with the financial assis- 
tance permitted by the laws of Holland for 
new establishments. 


Woods Bag & Canvas Co. Ltd. sustained a 
loss in 1975. Sales volume improved but 
selling price increases in that year were 
insufficient to recover the rapidly inflated 
costs. Further increases in selling prices 
will be necessary in 1976, together with 
added volume to reinstate the traditional 
ratio of expenses to sales. 


The Directors are grateful to those 
employees of the Company who contri- 
buted to the Company’s progress through 
difficult conditions during the past year. 


On behalf of the Board of Directors 


H. ROY CRABTREE 
Chairman and President. 
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CONSOLIDATED Assets 
BALANCE 
SHEET 


as at December 31, 1975 CURRENT ASSETS 


Income taxes recoverable (mote 2)rrcce er ere reee ee rete 
Inventories (MOTEa | eer nsedseeseseencosarenosenccecemeeneseeuneenen. eters 
Prépaid éxpenses tivcc cee ee ee eee mente ee 


PIXE DAS SEAS 
Land, buildings, plant and equipment at cost.............00 
Less accumulated depreciation™..cnccs-steeaecatere cee 


GOODWILL, PATENTS AND PROCESSES crasrscsteosessn a0 seca 


APPROVED BY THE BOARD: 
H. Roy Crabtree, Director 


Bernard S. Saunders, Director 


1975 1974 
$ 53,725 $ 56,478 
10,579,896 9,085,077 
409,980 266,217 
28,168,131 19,767,399 
336,107 350,800 
39,547,839 29,525,971 
49,961,617 46,848,279 
30,151,302 28,566,536 
19,810,315 18,281,743 
2 2 
19,810,317 18,281,745 
$59,358,156 $47,807,716 


Liabilities 1975 1974 


CURRENT LIABILITIES 


RamkeimdentedMesss(MOterd), sincsscsseressss aensssaasieceesasdondeaeences $18,985,725 $ 7,342,000 
Accounts payable and accrued Charges............cccsscccsseeeersees 6,398,211 4,552,309 
RAVE RASHID ETS 6 nt gtecoceancesdodbd done perber eeRATeRn Aree ence Sonne aR REPS a ance 316,923 
fe AGLELICKS RAWAL) Cummemer te. caine costes dtcstseeny more eer ek haere 99,800 
Gorrene portion of long term debtiscc.sisee sss ecccsaces useeontecrs 715,676 775,143 
26,099,612 W3-08651 75 
LONG TERM DEBT (note 5) 

Series SAN? Gao. GIGI DSTA ec sencscnoseasooaessaceoceaacconanoonooesunastee 9,000,000 9,500,000 

Notes payable maturing up to 1977 in instalments, 
AtmIMieres i PALE SEL Og/,/)o0 ome teratecae et oeccnateeene tr oncecbaenerkenameenncne 300,609 575,752 
9,300,609 NMOO7 D7 D2 
Penuiam tmelmglac! ima cummrsine [belo niates)....csoceccccossoodedansscoeesooe 715,676 DAS 
8,584,933 9,300,609 
DS RIRIEID) NGCIOOIMUS, TAOS) ccooso asso snetacedadsosoubésunsons codnsendseone 1,165,901 1,300,000 


Shareholders’ Equity 
GANIC, SYIMGIGIS 


Authorized 

525,000 Common shares without nominal or par value 
Issued 

SOV PIES ALES wemaen Ne estcsnaat eat aatan aasaisshesuaat micaataaiapenceanmce ae 2,666,768 2,666,768 
TRY ESTE WHS 0 casonnabdeaenouddboboboan Gopnudomaas HaeSetmocdee code nemnCeoesA REA LeeSCEee 2,000,000 2,000,000 
RSE UNITES LEHI BD), DEWAN RSI OSK CESS. Gsoopoodobonosnanonaddcsonocacsusqoouénbenesaadseocoa: 18,840,942 19,454,164 


23,507,710 24,120,932 


$59,358,156 $47,807,716 


0 LIMITED 


CONSOLIDATED 
STATEMENT 

OF INCOME 

For the year ended 
December 31, 1975 


AND SUBSIDIARY COMPANIES 


OPERATING EXPENSES 

Manufacturing, selling and administrative costs............... 
Interest on long*term debt) nat omer ee 
Interest Other ray smenericiac smear cnnensticeace haa eeepenen reas eer cnet 
DE PTeClatiON ii scicceccasssussseesasesmotietaases dessinesscu scans sede asteossdsoedtsoet 


Income (loss) before income taxes and 
extraordinary, items+(note’ G6) fen serene tees teen eee eres 
Incomestaxes: (tecoverable) meena eee eet 


Income (loss) before extraordinary iteMS ...........:cccceseeeeees 
Extraordinary, itenmist(mote: 7) esses ee rerce ee eeseece enema 


NEVE INGO MEP (E@ Sia} eecectoccacaren cry cases. cnenenetenneneaarerectenee 


EARNINGS (LOSS) PER SHARE 
Income (loss) before extraordinary iteMs ...........c:ceeeeeees 
Net ‘inconies (Oss) hesseccccs apne en cere cor tee reer 


1975 1974 
$56,355,515 $63,200,963 
53,674,866 56,837,797 

845,439 889,443 
1,105,829 1,449,682 
1,606,363 1,501,269 
57,232,497 60,678,191 
( 876,982) DAVID 72s 
( 384,942) 1,039,158 
( 492,040) 1,483,614 

6,350,116 

($ 492,040) $ 7,833,730 
($1.24) $ 3.74 
($1.24) $19.72 


CONSOLIDATED 
STATEMENT 

OF RETAINED 
EARNINGS 

For the year ended 
December 31, 1975 


CONSOLIDATED 
STATEMENT 

OF CHANGES 
IN WORKING 
CAPITAL 

For the year ended 
December 31, 1975 


BYNWAINGS AVI IBIEGUININTINIG QU NAEVAMR, cosecacnoon onsannbnooapoanapand 
INetAncomes(lOSs Merman tere ee ere ee oe 


IER SUG Fane sncbhage eae ens ytnsecee hata seR cee CORSA CEST SPOS camer tame 
BAIFAINGE SAGAN Di @ Ee VabyA eae eeeceeee et cacanccceeerncn enact cetes 


WORKING CAPITAL DERIVED FROM 


CO PELAll OMS wee aacec ecco sso eee ere Ret esetate ener see seaman cae 
Salevomitxeduasselsue. nr stacn ctor eeeeiecur sete marecattees 
Saleromemivestinentswe tesco at ccc teetoetn Wacsniet wocetemmapcsceus 
Salero tpl ancl seerenamatte eco re ee ceerere eee nacre eneesiatear nats 
Excess of fire insurance proceeds over the net 

book wvalue.or property destroyedemecen. sae eeerceesaceee 
Gov ernment Oramt gammemereecescrereccecn dt netree reece detceententes 


WORKING CAPITAL APPLIED TO 


AcditionsptomixeGrassetSeme mere ccemeraitoa ee cee reer 
Reducttonmoted cbenturesmemmcemteet tee eee 
Reduction. of notes pay abl 6 2y.c-o-...cesmmnesnbe- aes medee austere eat 
|B yintaige le ¥aWe Kets cae rmtne case cats nace a eT Aken aate oda banShebiandeceea iestsadusdoosechimundttss 


INCREASE (DECREASE) IN WORKING CAPITAL ............. 
Working capital -at beginning Ol year ston teecenectoamemiaes 


WORKIN GsG AP AAA DEIN TD) ORY VATE eeaser since etiseiedsceeirel 


1975 1974 
$19,454,164 $11,940,490 
492,040) 7,833,730 
18,962,124 19,774,220 
121,182 320,056 
$18,840,942 $19,454,164 
1975 1974 
$ 980,224 $ 3,747,883 
89,585 TASOUY 
Hed a2a 
309,730 
6,323,500 
252,834 
1,069,809 1153475255 
3,224,520 6,387,897 
500,000 500,000 
215,676 275,143 
121,182 320,056 
4,061,378 7 483,096 
( 2,991,569) 3,864,159 
16,439,796 125 375), O37 
$13,448,227 $16,439,796 


U 
LIMITED 


NOTES TO 
CONSOLIDATED 
FINANCIAL 
STATEMENTS 
As at December 31, 
1975 


AND SUBSIDIARY COMPANIES 


1. SUMMARY OF ACCOUNTING POLICIES 


Consolidation 

All subsidiaries are fully consolidated. There is a minority interest in one subsidiary which is not 
significant in terms of the consolidated financial position or results of operations of the company and 
is therefore not separately disclosed. The minority interest is included in current liabilities and has 
been adjusted through the statement of income for the current year. 

Foreign exchange 

Current assets and liabilities in foreign currencies are translated into Canadian dollars at the year end 
rate of exchange and revenues and expenses at the average rate for the year. 


Fixed assets 
Land, buildings, plant and equipment are recorded at cost. On disposal, any gain or loss is normally 
included in the company’s revenues or expenses. 


Depreciation is provided on assets purchased prior to January 1, 1972 on the diminishing balance 
method and on assets purchased after January 1, 1972 on the straight line method. Depreciation rates 
are based on estimated useful life. 


Income taxes 

Deferred income taxes are provided on items included in the determination of consolidated net 
income irrespective of the timing of the recognition for tax purposes. Deferred taxes at December 31, 
1975 arise as a result of claiming capital cost allowances in excess of depreciation recorded for 
financial reporting purposes. 


Provisions have not been made for withholding taxes on undistributed income of foreign sub- 
sidiaries inasmuch as such income is being reinvested in foreign operations. 


2. INCOME TAXES RECOVERABLE 


A subsidiary company has received income tax assessments for the years 1970 and 1971. These 
assessments result from the disallowance of a terminal loss claimed on the sale of fixed assets to 
Wabasso Limited and are being contested by the subsidiary company. The outcome of these assess- 
ments will not have a materially adverse effect on the companies’ consolidated financial position. 
Income taxes recoverable includes the amounts paid in respect of these assessments and interest 
thereon totalling $266,217. 


3. INVENTORIES — at the lower of cost, replacement cost or net realizable value 


1975 1974 
Raw materials and supplies $12,559,040 $ 6,669,199 
Work-in-process 6,208,617 5,744,409 
Finished goods 9,400,474 7,303,701 
$28,168,131 $19,767,399 


4. BANK INDEBTEDNESS 
Bank indebtedness is secured by assignment of accounts receivable and inventories. 


5. LONG TERM DEBT 


The Series A debentures mature December 28, 1987 and are secured by a floating charge on all the 
assets of Wabasso Limited. The sinking fund requires instalments of $250,000 semi-annually from 
June 28, 1974 to maturity. The company may redeem outstanding debentures for sinking fund 
purposes in addition to the semi-annual payments. The provisions of the trust indenture preclude 
the payment of dividends unless consolidated working capital exceeds $5,000,000. 


Repayment schedule of long term debt to 1981 is as follows: 


1977 1978 1979 1980 1981 
Series A debentures $500,000 $500,000 $500,000 $500,000 $500,000 
Notes payable 84,933 — = = 


$584,933 $500,000 $500,000 $500,000 $500,000 


NOTES TO 
CONSOLIDATED 
FINANCIAL 
STATEMENTS 
As at December 31, 
1975 


AND SUBSIDIARY COMPANIES 


0 LIMITED 


6. INSURANCE CLAIM 
Included in operating profit for the year ended December 31, 1974 is an amount of approximately 
$450,000 received on a loss of profits insurance claim related to 1973 operations. 


7. EXTRAORDINARY ITEMS 


1974 
Gain on sale of land $ 339,805 
Gain on sale of investments 245,811 
Excess of fire insurance proceeds over the net book value 
of property destroyed 6,323,500 
6,909,116 
Income taxes thereon 559,000 
$6,350,116 
8. STATUTORY INFORMATION 
1975 1974 
Number of directors 12 12 
Directors’ remuneration (including $1,750 paid by 
subsidiary companies) 
(1974 — $4,000) $ 25,650 $ 25,250 
Number of officers and past officers 9 8 
Officers’ and past officers’ remuneration $352,924 $298,347 


Number of officers who are also directors 2 2, 


Thorne 


Riddell 


& Co, CHARTERED ACCOUNTANTS 


AUDITORS REPORT 


To the Shareholders 
Wabasso Limited 


We have examined the consolidated balance sheet of Wabasso 
Limited and subsidiary companies as at December 31, 1975 and the 
consolidated statements of income, retained earnings and changes in 
working capital for the year then ended. Our examination included 
a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered 


necessary in the circume ce ices. 


In our opinion these consolidated financial statements present 
fairly the financial position of the companies as=au Decemberm 15 
1975 and the results of their operations and the changes in =their 
working capital for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with 


that of the preceding year. 


ee Le, 


Montreal, Canada Chartered Accountants 
March 5, 1976 


OFFICES THROUGHOUT CANADA AND ASSOCIATES THROUGHOUT THE WORLD 
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